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Dear  Ms.  Moyer: 

The  Controller's  Office,  City  Services  Auditor  (CSA),  presents  its  audit  report  on  the 
management  agreement  between  the  Port  of  San  Francisco  (Port)  and  the  Fisherman’s  Wharf 
Restaurant  Association  (FWRA)  for  the  use  and  operation  of  the  Triangle  Parking  Lot.  FWRA 
has  managed  the  Triangle  Parking  Lot  under  the  current  management  agreement  since  October 
1994.  City  Parking  Company  has  been  engaged  by  FWRA  to  operate  the  parking  lot,  and  is 
required  to  report  revenue  to  the  Port,  net  of  parking  tax  and  operating  expenses. 

Audit  Period:  July  1,  2006,  through  June  30,  2008 

Parking  Fees  Paid:  $2,719,810 

Revenue  to  the  Port:  $887,931 

Results: 

The  audit  identified  an  estimated  $591,486  in  potential  unreported  revenue  to  the  Port  and 
overcharges  for  operating  expenses.  However,  CSA  is  unable  to  determine  the  full  extent  of 
potential  underreporting  for  the  audit  period  because  FWRA  and  City  Parking  have  not  complied 
with  City  code  requirements  to  install  revenue  control  equipment.  FWRA  and  City  Parking  rely 
on  manual  record-keeping  that  in  some  respects  is  unauditable.  Therefore,  CSA  recommends 
that  the  Port  engage  a forensic  accountant  to  perform  the  necessary  audit  tests  to  determine  the 
extent  of  possible  underreporting.  The  audit  also  found  that  neither  the  Port  nor  FWRA  exercise 
sufficient  oversight  over  Triangle  Parking  Lot  operations. 

The  responses  from  the  Port  and  FWRA  are  attached  to  this  report.  The  Controller’s  Office,  City 
Services  Auditor,  will  work  with  the  Port  to  follow  up  on  the  status  of  the  recommendations 
made  in  this  report. 
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INTRODUCTION 


Audit  Authority 


Background 


The  City  Charter  provides  the  Controller,  City  Services 
Auditor  (CSA),  with  broad  authority  to  conduct  audits.  The 
audit  team  conducted  this  audit  under  that  authority, 
following  consultations  with  Port  of  San  Francisco 
management. 

The  Port  of  San  Francisco  (Port)  entered  a management 
agreement  with  the  Fisherman’s  Wharf  Restaurant 
Association  (FWRA)  commencing  October  1,  1994,  to 
operate  the  Triangle  Parking  Lot,  a public  parking  lot 
located  at  2860  Taylor  Street  at  Fisherman’s  Wharf.  The 
management  agreement  replaced  a license  agreement 
dated  May  25,  1982.  The  management  agreement,  which 
was  approved  by  the  Port  Commission,  was  not 
competitively  bid  because  FWRA  is  a group  of  Fisherman’s 
Wharf  restaurants  who  are  also  Port  tenants.  FWRA 
members  include  Castagnola’s,  Tarantino’s,  Guardino’s, 

The  Crab  Station,  Sabella  La  Torre,  Nick’s  Lighthouse, 
Alioto  Fish  Company,  and  Fisherman’s  Grotto.  The 
agreement,  which  is  currently  on  a month-to-month  term, 
provides  that  the  manager  of  the  parking  lot  is  responsible 
for  oversight  and  supervision  of  the  day-to-day  operations 
of  the  lot.  However,  the  Port  is  ultimately  responsible  for 
Triangle  Parking  Lot  property  and  operations. 

FWRA  is  required  to  hire  subcontractors  to  operate  the 
Triangle  Parking  Lot.  The  current  parking  lot  operator  is  City 
Parking  Company  (City  Parking).  Net  receipts  from  the 
Triangle  Parking  Lot,  after  payment  of  parking  taxes  and 
operating  expenses,  are  to  be  paid  monthly  to  the  Port  in 
accordance  with  a Port-approved  budget.  The  agreement 
requires  FWRA  to  submit  to  the  Port  a budget  for  each 
upcoming  fiscal  year. 

The  first  amendment  to  the  agreement,  effective  July  1 , 
2002,  expanded  the  land  and  improvements  covered  by  the 
management  agreement  to  include  the  nearby  Pier  45  Shed 
A area. 
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EXHIBIT  1 


Map  of  Parking  Lot  Locations 


Source:  Port  of  San  Francisco. 


FWRA  members  participate  in  the  Triangle  Parking  Lot 
validation  program,  which  allows  customers  who  dine  at 
one  of  the  participating  restaurants  three  hours  of  validated 
parking.  Customers  dining  at  one  of  the  participating  crab 
stands  are  allowed  one  hour  of  validated  parking. 

Scope  The  audit  period  is  July  1,  2006,  through  June  30,  2008. 

The  objectives  of  this  audit  were  to  determine  whether 
FWRA  and/or  City  Parking: 

• Submitted  accurate  monthly  statements  of  gross 
receipts  supported  by  monthly  and  daily  records, 
including  the  general  ledger. 

• Submitted  correct  operating  expense  detail  for  Port 
reimbursement. 

• Flave  proper  internal  controls,  including  cash  controls 
and  revenue  control  equipment. 

• Complied  with  other  management  agreement 
provisions. 
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Methodology 


To  conduct  the  audit,  the  audit  team: 


• Observed  operations  at  the  Triangle  Parking  Lot. 

• Reviewed  the  applicable  terms  of  the  management 
agreement. 

• Assessed  Port  of  San  Francisco  and  City  Parking’s 
internal  controls  and  procedures  over  collecting, 
recording,  summarizing,  and  reporting  parking  gross 
revenues  and  operating  expenses. 

• Performed  audit  testing  on  a sample  basis  to  determine 
whether  City  Parking  submitted  complete  and  accurate 
monthly  statements  to  report  correct  gross  revenues, 
remitted  all  revenues  collected  according  to  the  terms  of 
the  management  agreement,  and  correctly  submitted 
operating  expenditure  reports,  including  maintaining 
supporting  documentation. 

• Determined  whether  City  Parking  complied  with  other 
management  agreement  provisions. 

This  performance  audit  was  conducted  in  accordance  with 
generally  accepted  government  auditing  standards.  These 
standards  require  planning  and  performing  the  audit  to 
obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  the  findings  and  conclusions  based  on 
the  audit  objectives.  We  believe  that  the  evidence  obtained 
provides  a reasonable  basis  for  the  findings  and 
conclusions  based  on  the  audit  objectives. 
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CHAPTER  1 - Port  Oversight  of  the  Management 
Agreement 


Finding  1.1 


Recommendation 


Finding  1.2 


The  Port  does  not  have  documented  policies  and 
procedures  for  property  management  and  monitoring 
tasks. 

The  Port’s  Real  Estate  Division  is  responsible  for  managing 
the  Port’s  properties  and  for  administration  of  the  related 
lease  and  other  agreements.  Although  the  Port  has  a 
Leasing  Procedures  Manual,  it  does  not  have  documented 
policies  and  procedures  for  performing  property 
management,  lease  administration,  and  tenant  monitoring 
tasks.  Property  managers  are  hired  based  on  their  previous 
property  management  experience,  with  the  understanding 
they  will  comply  with  the  requirements  documented  in  their 
job  descriptions,  which  outline  their  roles  and 
responsibilities.  The  Port  has  not  established  property 
management  and  lease  administration  policies  and 
procedures  to  provide  guidance  beyond  that  included  in  the 
job  descriptions. 

Documented  policies  and  procedures  are  important  tools  to 
ensure  that  properties  are  managed  effectively  and 
efficiently  and  in  accordance  with  applicable  agreements. 
They  provide  more  detailed  guidance  than  job  descriptions 
and  help  maintain  consistency  in  property  management 
practices. 

The  Port  should: 

1 . Prepare  and  publish  property  management  and  lease 
administration  policies  and  procedures,  and  provide 
training  to  all  property  managers  and  other  relevant  Port 
staff. 

The  management  agreement  has  not  been  subjected  to 
a bid  or  other  competitive  process,  and  key  agreement 
provisions  are  not  clearly  defined. 

The  current  management  agreement  has  been  in  place  on 
a month-to-month  basis  for  over  fifteen  years.  Further, 
although  the  contract  and  related  amendments  have  been 
approved  by  the  Port  Commission,  the  contract  has  not 
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Recommendations 


Finding  1.3 


been  subjected  to  a bid  or  other  competitive  process. 
Subjecting  the  contract  to  a competitive  process  would  help 
ensure  that  the  Port  is  able  to  engage  the  best  qualified 
parking  operator  and  to  realize  the  maximum  potential 
revenue  from  parking  lot  operations. 

The  management  agreement’s  language  does  not  specify 
or  clearly  define  what  expenses  qualify  for  reimbursement 
by  the  Port.  City  Parking  Company  (City  Parking)  deducts 
from  gross  revenue  operating  expenses  incurred  in 
operating  and  maintaining  the  parking  lot.  Although  the 
management  agreement  includes  a section  describing 
operating  expenses,  it  does  not  clearly  define  allowable 
expenses.  For  example,  the  management  agreement  does 
not  specify: 

• Specific  staff  positions  and  the  related  reimbursement 
rates. 

• Allowable  maintenance  and  repair  costs. 

• Allowable  equipment  and  supplies  costs. 

It  is  important  that  allowable  expenses  be  clearly  defined  in 
the  management  agreement  and  understood  by  all  parties 
involved  in  the  operation  of  the  Triangle  Parking  Lot.  Clear 
guidelines  need  to  be  established  to  prevent 
reimbursement  for  expenses  that  are  not  appropriate  or  not 
specifically  related  to  maintaining  and  operating  the 
Triangle  Parking  Lot. 

The  Port  should: 

2.  Subject  the  Triangle  Parking  Lot  management 
agreement  to  a competitive  process. 

3.  Amend  the  Triangle  Parking  Lot  management 
agreement  to  clearly  define  operating  expenses  eligible 
for  reimbursement. 

The  Port  has  not  provided  sufficient  oversight. 

The  Port  did  not  require  FWRA  to  submit  for  review  and 
approval  the  following  documents: 


Budget 

List  of  subcontractors  engaged  by  FWRA  and  City 
Parking 


Recommendation 


Finding  1.4 


• Current  security  agreement 

• Current  janitorial  agreement 

• Monthly  parking  permit  list 

• Agreement  with  non-FWRA  restaurants  participating  in 
the  Triangle  Parking  Lot  validation  program 

The  management  agreement  specifically  requires 
submission  of  some  of  these  documents,  such  as  the 
budget  and  list  of  subcontractors.  To  ensure  that  the  Port's 
interests  are  protected,  it  should  require  submission  of  all 
these  documents. 

The  auditors’  observations  during  the  audit  also  suggest 
that  oversight  of  the  Triangle  Parking  Lot  has  not  been 
sufficient.  For  example,  the  auditors  found  that  additional 
restaurants,  not  provided  for  in  the  management 
agreement,  were  participating  in  the  Triangle  Parking  Lot 
validation  program.  Port  Real  Estate  personnel  did  not 
amend  the  management  agreement  to  provide  for  the 
participation  of  the  additional  restaurants. 

The  Port  should: 

4.  Provide  sufficient  oversight  of  the  Triangle  Parking  Lot, 
to  include  review  and  approval  of  the  lot’s  budget, 
subcontractor  agreements,  monthly  parking  permit  list, 
and  agreements  with  non-FWRA  restaurants 
participating  in  the  Triangle  Parking  Lot  validation 
program. 

The  Port  does  not  require  the  lot  operator  to  submit 
supporting  documentation  for  expenses. 

City  Parking  submits  monthly  revenue  and  expense  reports 
to  the  Port  detailing  operating  expenses  deducted  from 
after-tax  revenue.  Port  Accounting  checks  the  report  totals 
and  reviews  the  reports  for  unusual  expenditure  amounts. 
Property  managers  are  not  required  to  review  these  reports, 
and  there  is  no  expense  threshold  amount  requiring 
property  manager  review  and  approval.  Furthermore, 
supporting  documentation  to  substantiate  expense  amounts 
is  not  provided  with  the  monthly  reports. 


Improved  procedures  are  needed  to  ensure  that  all 
operating  expenses  are  appropriate  and  related  to  the 
operation  of  the  Triangle  Parking  Lot.  Responsible  property 


Recommendation 


Finding  1.5 


Recommendation 


managers  should  review  and  approve  all  monthly  reports. 
Their  approval  should  be  required  for  all  unusual  expenses 
and  for  amounts  above  an  established  threshold  amount.  In 
addition,  the  Port  should  require  supporting  documentation 
for  all  expenses  for  which  such  documentation  would  be 
reasonable. 

The  Port  should: 

5.  Implement  improved  procedures  to  ensure  that  all 
operating  expenses  are  appropriate,  including  requiring 
property  managers  to  review  and  approve  all  monthly 
reports,  unusual  expenses,  and  amounts  above  an 
established  threshold,  and  requiring  supporting 
documentation  for  expenses. 

The  2007  Parking  Rate  Survey,  prepared  by  the  Port 
and  distributed  to  the  public,  reflects  an  error  for  the 
Triangle  Parking  Lot’s  daily  maximum  parking  rate. 

To  establish  and  communicate  Port  parking  rates  for  the 
year,  the  Port  compiles  parking  rate  information  from  all 
Port  tenant  lots  and  distributes  the  results  to  the  public.  The 
2007  survey  information  for  the  Triangle  Parking  Lot  reflects 
a $20  daily  maximum  parking  rate  for  parking  on  Friday, 
Saturday,  and  Sunday.  The  reports  prepared  by  City 
Parking  for  the  period  do  not  reflect  the  $20  maximum  daily 
rate;  the  reports  reflect  only  the  approved  $28  rate  as 
documented  on  the  parking  rate  sign  at  the  entrance  of  the 
parking  lot. 

The  auditors  were  informed  that  City  Parking  and/or 
Triangle  Parking  Lot  attendants  told  the  Port  that  the  $20 
rate  was  a special  rate  for  an  undisclosed  time  period  in 
2007.  It  is  unclear  why  the  parking  lot  operator  would 
communicate  to  the  Port  that  there  was  a lower  special  rate 
for  daily  parking  without  prior  approval  from  the  Port. 

The  Port  should: 

6.  Ensure  that  all  parking  rates  are  clearly  established  and 
properly  communicated. 


CHAPTER  2 -FWRA  Oversight  and  Compliance  with 
the  Management  Agreement 


Finding  2.1 


Recommendation 


Finding  2.2 


The  auditors  were  not  provided  documentation  that 
FWRA  complies  with  certain  corporation  requirements. 

FWRA  is  registered  as  a corporation  in  the  State  of 
California;  however,  the  auditors  could  not  obtain 
documentation  that  FWRA  complies  with  certain 
corporation  requirements.  FWRA  did  not  provide  bylaws, 
membership  criteria,  and  other  documents  requested  by  the 
auditors.  Fland  written  meeting  minutes  were  provided  for 
April  2007  only.  FWRA’s  certificate  of  liability  insurance 
shows  FWRA  as  the  certificate  holder,  but  it  also  states  that 
the  insurance  is  “in  care  of”  Tarantino’s  Restaurant. 

Port  personnel  informed  the  auditors  that  FWRA  maintains 
that  it  operates  as  a non-profit  association,  and  the 
management  agreement  states  that  FWRA  receives  a 
management  fee  of  $1  per  month.  However,  customers  of 
the  FWRA  restaurants,  which  are  for-profit  operations, 
receive  free  parking  for  up  to  three  hours,  which  is  a benefit 
to  the  restaurant  owners.  As  a result,  it  is  unclear  whether 
the  association  should  be  registered  as  a for-profit  or  non- 
profit organization. 

The  Port  should: 

7.  Require  FWRA  to  provide  documentation  consistent 
with  its  status  as  a formally  organized  association. 

FWRA  does  not  have  a contract  with  City  Parking 
Company. 

FWRA  and  City  Parking  have  not  entered  into  a formal 
contract  to  operate  Triangle  Parking  Lot.  A contract  with  the 
parking  lot  operator  is  essential  for  defining  FWRA’s  and 
City  Parking’s  roles  and  responsibilities  to  operate  the  lot 
and  to  protect  the  Port’s  interests.  FWRA’s  failure  to  enter  a 
written  contract  with  City  Parking  is  a serious  deficiency  in 
the  association’s  oversight  of  Triangle  Parking  Lot’s 
operations. 


Recommendations 


The  Port  should  require  FWRA  to: 


Finding  2.3 


8.  Sign  a contract  with  City  Parking  specifically  defining 
FWRA’s  and  City  Parking’s  roles  and  responsibilities. 

9.  Submit  the  contract  to  the  Port  for  review  and  approval 
prior  to  signing. 

FWRA  does  not  provide  sufficient  oversight  for 
Triangle  Parking  Lot  operations. 

FWRA  is  not  providing  sufficient  oversight  of  Triangle 
Parking  Lot  operations,  and  is  therefore  not  in  compliance 
with  management  agreement  provisions  which  require 
oversight  of  subcontractors.  For  example,  there  is  limited 
evidence  that  FWRA  is: 

• Supervising  day-to-day  operations  of  the  parking  lot. 

• Supervising  subcontractors  engaged  in  operation  of  the 
lot  or  directing  performance  of  their  duties. 

• Reviewing  sales  reports  to  ensure  the  lot’s  utilization  is 
optimizing  revenue  to  the  Port. 

The  auditors  found  that  FWRA’s  management  oversight  of 
City  Parking  operations  and  reporting  processes  was 
inadequate.  The  president  of  FWRA  stated  to  the  auditors 
that  he  had  never  been  to  the  City  Parking  Company  office. 
Fie  further  stated  that  he  has  confidence  in  City  Parking’s 
processes  and  procedures  implemented  to  run  the  lot.  The 
president  noted  that  a review  of  the  required  monthly 
revenue  reports  submitted  to  the  Port  was  performed; 
however,  the  auditors  were  not  provided  any  evidence  that 
the  monthly  reports  were  reviewed  and  approved  by  FWRA. 
Fie  also  indicated  that  City  Parking  is  given  the  authority  to 
make  decisions  based  on  their  own  judgment,  and  is  not 
required  to  contact  FWRA  regarding  these  decisions.  As  a 
result,  the  FWRA  president  advised  CSA  to  conduct  the 
audit  directly  with  City  Parking.  He  stated  that  FWRA  did 
not  need  to  be  contacted  or  notified  regarding  audit-related 
questions  or  requested  documents. 

To  ensure  that  the  Port’s  interests  are  protected,  it  is  critical 
that  FWRA  perform  the  duties  required  under  its 
management  agreement  with  the  Port. 
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Recommendation 


The  Port  should: 


Finding  2.4 


Recommendation 


Finding  2.5 


10.  Require  FWRA  to  perform  all  management  duties 
required  under  its  management  agreement  with  the 
Port,  including  overseeing  lot  operations,  managing 
day-to-day  operations,  supervising  subcontractors, 
ensuring  that  the  lot’s  utilization  is  optimizing  revenue  to 
the  Port;  and  to  provide  evidence  of  FWRA’s  review  and 
approval  of  monthly  revenue  reports  submitted  to  the 
Port. 

FWRA  has  not  installed  revenue  control  equipment  as 
required  by  the  San  Francisco  Tax  Code. 

FWRA  has  not  installed  revenue  control  equipment  as 
required  by  the  San  Francisco  Tax  Code.  Effective  October 
14,  2006,  all  San  Francisco  parking  operators  are  required 
to  comply  with  the  provisions  of  Article  22  of  the  San 
Francisco  Business  and  Tax  Regulation  Code  ("revenue 
control  ordinance”).  Article  22  requires  that  all  parking 
facilities  install  revenue  control  equipment  to  electronically 
monitor  and  calculate  parking  lot  receipts  and  to  automate 
and  properly  control  parking  data,  revenue,  and  tickets 
distributed.  Without  revenue  control  equipment,  it  is 
possible  that  Triangle  Parking  Lot  revenues  could  be 
incorrectly  reported  to  the  Port.  FWRA’s  failure  to  install 
required  revenue  control  equipment  is  another  example  of 
the  association’s  insufficient  oversight  of  Triangle  Parking 
Lot  operations. 

The  Port  should: 

1 1 . Require  FWRA  to  install  revenue  control  equipment  that 
complies  with  Article  22  of  the  Business  and  Tax  Code 

FWRA  has  not  implemented  controls  over  parking 
validation  to  protect  the  Port’s  revenue. 

Controls  over  Triangle  Parking  Lot’s  parking  validation 
program  are  not  sufficient  to  ensure  that  the  Port  receives 
all  revenues  it  is  due.  Current  parking  validation  allowances 
include  three  hours  of  free  parking  at  Triangle  Parking  Lot 
with  authorized  validation  from  a full  service  restaurant  that 
is  a member  of  the  FWRA,  and  one  hour  free  parking  with 
validation  from  a crab  stand  that  is  a FWRA  member, 
subject  to  a minimum  purchase. 


ii 


Recommendations 


Finding  2.6 


Restaurants  validate  customer  parking  tickets  with  an  ink 
stamp.  Participating  restaurants  do  not  use  validation 
stickers  or  validation  machines.  Parking  lot  “shift  reports” 
are  used  to  manually  record  the  number  of  validated  and 
non-validated  parking  tickets  and  related  revenue  collected 
from  customers. 

Participating  restaurants  have  at  least  one  stamp  at  their 
disposal  to  validate  customer  parking  tickets.  Two  wharf 
restaurant  managers  stated  to  the  auditors  that  validation 
stamps  at  participating  restaurants  are  supposed  to  be  kept 
at  the  restaurants’  front  desks  and  monitored  by  the 
manager  on  duty.  However,  restaurants  have  not 
implemented  formal  validation  controls  or  policies  and 
procedures.  Instead,  reliance  is  placed  on  restaurant 
managers  to  monitor  the  validation  stamp  process. 

The  lack  of  validation  controls  increases  the  risk  that 
validation  stamps  can  be  lost,  stolen,  or  misused,  resulting 
in  unwarranted  validations  and  loss  of  revenue  to  the  Port. 
For  example,  stamps  could  be  used  for  validating  tickets  for 
customers  who  did  not  patronize  a participating  restaurant, 
or  validations  could  be  stamped  on  tickets  in  exchange  for 
cash,  resulting  in  underreported  revenues  due  to  the  Port. 

The  Port  should  require  FWRA  to: 

12.  Install  validation  machine(s)  for  customer  use  to  help 
prevent  unauthorized  free  parking  allowances. 

13.  Include  in  the  monthly  revenue  reports  submitted  to  the 
Port  complete  details  regarding  the  amount  of  validated 
and  non-validated  tickets,  and  include  a supporting 
report  produced  from  the  revenue  control  equipment. 

FWRA  did  not  submit  annual  budgets  to  the  Port  as 
required  by  the  management  agreement. 

FWRA  did  not  submit  annual  budgets  to  the  Port  as 
required  by  the  management  agreement,  increasing  the 
likelihood  that  inappropriate  expenses  are  reimbursed  by 
the  Port.  The  management  agreement  requires  FWRA  to 
prepare,  and  submit  to  the  Port  for  approval,  an  annual 
budget  for  each  upcoming  fiscal  year.  An  annual  budget 
should  summarize  estimated  gross  revenues,  parking 
taxes,  operating  expenses,  management  fees,  and  off- 
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Recommendation 


Finding  2.7 


Recommendation 


premises  expenses.  However,  FWRA  personnel  and  Port 
management  informed  the  auditors  that  they  do  not  recall 
ever  submitting  an  annual  budget  to  the  Port.  Without  the 
approval  of  the  annual  budget,  authorized  expenses  are  not 
adequately  defined  or  subject  to  proper  Port  oversight, 
which  increases  the  likelihood  that  inappropriate  expenses 
may  be  reimbursed  by  the  Port. 

The  Port  should: 

14.  Require  FWRA  to  submit  a budget  on  an  annual  basis 
for  Port  review  and  approval,  in  accordance  with  the 
management  agreement. 

Without  Port  approval,  Wharf  restaurants  that  are  not 
part  of  the  FWRA  were  participating  in  the  Triangle 
Parking  Lot  validation  program. 

Four  restaurants  that  are  not  signatories  to  the 
management  agreement  between  FWRA  and  the  Port  have 
been  validating  Triangle  Parking  Lot  parking  tickets.  The 
Franciscan  Crab  Restaurant,  Cafe  8,  Nonna  Rose,  and 
Bistro  Boudin’s  were  providing  free  parking  by  validating 
tickets  with  their  own  restaurant  stamp.  These  additional 
restaurants  have  not  been  formally  approved  by  the  Port, 
and  the  Port  did  not  amend  the  management  agreement  to 
provide  for  the  participation  of  these  restaurants.  Port 
personnel  stated  that  they  are  aware  that  the  sign  at  the 
Triangle  Parking  Lot  lists  the  additional  participating 
restaurants. 

The  Port  should: 

1 5.  Amend  the  management  agreement  to  provide  for  the 
participation  of  the  additional  restaurants  in  the 
validation  program,  if  considered  appropriate. 
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CHAPTER  3 - City  Parking  Company  Internal 
Controls 


Summary  A deficiency  in  internal  control  exists  when  the  design  or 

operation  of  a control  does  not  allow  management  or 
employees,  in  the  normal  course  of  performing  their 
assigned  functions,  to  prevent,  detect,  or  correct  (1) 
impairments  of  effectiveness  or  efficiency  of  operations,  (2) 
misstatements  in  financial  or  performance  information....1 

The  audit  found  that  City  Parking’s  controls  were  not 
adequate  to  ensure  that  the  Port  receives  all  revenue  it  is 
due. 

Finding  3.1  Current  City  Parking  practices  may  not  prevent 

unauthorized  free  parking. 

The  Taylor  Street  parking  lot  entrance  and  exit  are  not 
controlled  by  the  required  revenue  control  equipment  and 
automated  gate(s).  Therefore,  current  City  Parking 
practices  may  not  prevent  unauthorized  free  parking.  An 
attendant  must  be  present  to  provide  tickets  to  customers 
at  the  Taylor  Street  lot  entrance.  If  an  attendant  is  busy  or 
preoccupied,  it  is  possible  for  cars  to  enter  the  lot  and  park 
without  receiving  a ticket.  There  is  the  risk  that  attendants 
could  allow  customers  to  park  for  free.  Without  the 
mandated  revenue  control  equipment  and  automated 
gates,  controls  in  place  are  insufficient  to  mitigate  those 
risks. 

City  Parking  personnel  indicated  to  the  auditors  that  lot 
attendants  and  cashiers  are  allowed  to  park  in  the  lot  for 
free,  and  that  restaurant  employees  are  charged  $14  per 
day,  providing  them  a 50%  discount.  The  auditors  also 
observed  that  City  Parking  appears  to  also  occasionally 
allow  free  or  discounted  parking  for  patrons  of  FWRA 
restaurants  and  Port  employees.  The  management 
agreement  between  FWRA  and  the  Port  does  not  provide 
for  free  or  discounted  parking  other  than  the  validation 
program,  and  the  Port  has  not  approved  a free  parking 
policy. 


1 Government  Auditing  Standards,  July  2007  Revision,  Chapter  7,  Section  7.21. 
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Recommendation 


The  Port  should: 


16.  Amend  the  management  agreement  to  include  a 
provision  specifically  prohibiting  or  addressing  free  and 
discounted  parking. 

Finding  3.2  City  Parking  does  not  have  an  adequate  process  for 

accounting  for  missing  tickets. 

The  manual  tickets  given  to  customers  by  City  Parking 
attendants  at  the  Taylor  Street  entrance  include  one  piece 
of  a three-piece  ticket.  City  Parking  attendants  perform  a 
limited  daily  reconciliation  of  issued  parking  tickets  to  the 
tickets  received  back  from  customers  to  calculate  revenues 
owed  to  the  Port.  City  Parking  does  not  conduct  a further 
review,  reconciliation,  or  investigation  of  missing  tickets  to 
determine  why  tickets  are  not  accounted  for  and/or 
returned.2  The  failure  to  properly  account  for  missing  tickets 
may  result  in  underreporting  of  revenue  to  the  Port, 
including  the  risk  of  “reselling”  tickets  or  portions  of  tickets3. 
Although  City  Parking  Company  indicated  that  the  number 
of  unaccounted  tickets  is  usually  minimal  and  could  be  due 
to  a number  of  reasons,  such  as  overnight  parkers  or  lost 
tickets,  without  a reconciliation  procedure  there  is  an 
increased  risk  of  underreporting  of  revenue  to  the  Port. 

The  auditors  also  found  that  receipts  are  not  provided  to 
customers  unless  specifically  requested.  The  receipts 
provided  to  customers  are  extra  ticket  ‘stubs’  pulled  from  a 
stack  in  the  ticket  booth.  The  revenue  control  ordinance 
specifically  states  that  receipts  must  be  “offered”  to  all 
customers. 

Recommendations  The  Port  should: 

17.  Amend  the  management  agreement  to  include 
language  requiring  a complete  accounting  for  missing 
tickets,  and  the  inclusion  of  this  accounting  in  the 
monthly  reporting  to  the  Port. 

18.  Require  FWRA  and  City  Parking  to  comply  with  the 
revenue  control  ordinance  requirement  to  offer  receipts 


2 Missing  tickets  are  described  in  detail  in  Finding  5.2. 

It  is  possible  to  resell  a ticket  that  has  already  been  used  or  separate  perforated  pieces  of  tickets  and  sell  them 
to  different  customers. 
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to  all  customers. 


Finding  3.3 


Recommendation 


Finding  3.4 


Recommendation 


City  Parking’s  business  checking  account  commingles 
the  owner’s  personal  funds  with  business  funds. 

City  Parking  deposits  daily  parking  lot  revenue  into  an 
account  that  City  Parking’s  owner  also  uses  as  his  personal 
checking  account.  The  bank  statements  therefore  reflect 
both  Port  and  personal  transactions,  including  amounts 
deposited  from  the  owner’s  brokerage  accounts.  This 
commingling  of  funds  increases  the  risk  of  loss  to  the  Port, 
and  makes  it  difficult  to  determine  if  the  Port  is  receiving  all 
amounts  it  is  due. 

The  Port  should: 

19.  Require  FWRA  and/or  City  Parking  to  deposit  Triangle 
Parking  Lot  receipts  into  a separate  account  held  in 
trust  for  the  Port  or  City. 

City  Parking  does  not  have  proper  segregation  of 
duties. 

The  individuals  who  distribute  tickets  and  collect  cash  at  the 
parking  lot  also  prepare  the  daily  shift  reports  and  deposit 
cash  receipts  into  the  parking  lot  safe.  The  City  Parking 
owner  reconciles  the  daily  shift  reports  to  the  cash  collected 
and  stored  in  the  safe,  the  only  other  office  employee 
performs  a second  review  of  these  reports.  The  owner  also 
posts  the  amounts  in  the  general  ledger  in  addition  to 
preparing  the  monthly  reports  to  the  Port  and  making  bank 
deposits.  The  segregation  of  these  duties  is  inadequate, 
and  these  practices  pose  a risk  that  key  financial 
information  reported  to  the  Port  could  be  manipulated. 

The  Port  should: 

20.  Ensure  that  FWRA  and  City  Parking  have  proper 
internal  controls,  including  appropriate  segregation  of 
duties. 
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Finding  3.5 


Recommendations 


Finding  3.6 


Recommendation 


Finding  3.7 


City  Parking  inappropriately  allows  monthly  parking  for 
certain  groups  who  meet  at  the  restaurants,  and  does 
not  maintain  proper  records. 

The  management  agreement  allows  monthly  parking  only 
for  fish  processor  employees.  However,  City  Parking  also 
allows  monthly  parking  for  certain  groups  outside  of  this 
agreement  who  meet  at  the  restaurants.  City  Parking  does 
not  maintain  an  adequate  monthly  parking  log  or  alternate 
documentation  to  substantiate  the  revenue  due  to  the  Port. 
As  a result,  it  is  not  possible  to  determine  if  the  Port 
receives  all  revenue  due  from  this  monthly  parking. 

The  Port  should: 

21 . Remind  FWRA  that  monthly  parking  except  for  fish 
processors  is  not  allowed  under  the  management 
agreement,  or  amend  the  agreement  to  provide  for 
other  monthly  parking. 

22.  Require  that  FWRA  and/or  City  Parking  maintain  and 
provide  adequate  records  and  documentation  for 
monthly  parking  revenue. 

Cash  and  ticket  stock  are  not  adequately  safeguarded 
from  theft  or  misuse. 

The  Triangle  Parking  Lot  booth  does  not  have  adequate 
cash  handling  procedures.  Based  on  observations  at  the 
lot,  concerns  were  raised  by  the  auditors  whether  cash  and 
ticket  stock  are  properly  safeguarded  at  the  lot  booth. 
Safeguarding  cash  and  ticket  stock  should  be  a priority  for 
FWRA  and  City  Parking  Company. 

The  Port  should: 

23.  Require  that  FWRA  and/or  City  Parking  deposit  cash  in 
the  bank  on  a daily  basis  and  store  ticket  stock  in  a 
more  secure  location. 

Other  audit  observations  raise  additional  concerns 
about  the  operation  of  the  Triangle  Parking  Lot. 

On-site  observations  performed  by  the  auditors  disclosed  a 
number  of  additional  concerns  about  controls  over  Triangle 
Parking  Lot  operations  and  the  accuracy  of  recordkeeping. 


For  example: 


Recommendation 


• In  one  case,  the  auditor  parked  at  the  lot  on  February 
15,  2009,  but  the  time  stamp  on  the  parking  ticket 
reflected  a date  of  March  15,  2009. 

• In  another  instance,  the  exit  time  was  not  date-stamped 
on  the  ticket. 

• Parking  ticket  stubs  were  not  consistently  displayed  on 
car  dashboards,  which  could  indicate  that  the  cars  were 
allowed  to  park  without  paying. 

• Boudin’s  placed  a sign  on  the  sidewalk  adjacent  to  the 
lot,  indicating  a $10  flat  rate  for  valet  parking  with 
Boudin’s  validation.  The  auditors  asked  Boudin’s 
employees  about  the  rate  and  the  sign,  and  were 
informed  that  Boudin’s  does  not  provide  separate  valet 
parking  other  than  what  is  offered  at  the  Triangle  Park 
Lot. 

The  Port  should: 

24.  Remind  FWRA  and  City  Parking  about  the  importance 
of  proper  procedures  and  record-keeping,  and  to  ensure 
that  no  unauthorized  parking  signs  are  placed  adjacent 
to  the  Triangle  Parking  Lot. 
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CHAPTER  4 - Reported  Revenue 


I Triangle  Parking  Lot  - Summary  of  Unreported  Revenues  and  Expense 
| Overages3,  July  1,  2006,  Through  June  30,  2008 


Finding 

Amount 

Explanation 

Finding  4.2 

$ 6,552 

Voided  Tickets 

Finding  4.2 

12,096 

Run  Outs 

Finding  4.4 

236,544 

Missing  Tickets 

Finding  5.1 

2,316 

Vehicle  Damage  Claims 

Finding  5.4 

3,210 

Christmas  Tree 

Finding  5.4 

330,768 

Unsupported  or  Unallowable 
Expenses 

Total  $591,486 

a Note:  Expenses  are  discussed  in  Chapter  5. 


Source:  Auditor  analysis  of  City  Parking  records. 


Finding  4.1  It  is  unclear  if  the  Port  is  receiving  all  parking  revenue 

from  Shed  A at  Pier  45. 

Current  record-keeping  and  other  practices  make  it  difficult 
to  determine  whether  the  Port  is  receiving  all  revenue  due 
from  parking  operations  at  Shed  A.  Shed  A at  Pier  45  is  a 
separate  location  for  parking  that  was  added  by  the  first 
amendment  to  the  management  agreement  with  FWRA. 
This  lot  is  approximately  100  feet  across  the  Embarcadero 
from  the  Triangle  Parking  Lot  and  has  separate  tickets  and 
time  stamp  machine.  However,  based  on  the  shift  reports 
provided  to  the  auditor  for  the  testing  period,  sometimes 
revenue  for  Shed  A is  included  on  the  daily  shift  reports  for 
the  Triangle  Parking  Lot,  instead  of  on  a separate  Shed  A 
shift  report.  Reconciliations  between  shift  reports  and 
monthly  revenue  reports  were  not  provided  to  the  auditors 
for  Triangle  Parking  Lot  and  Shed  A.  As  a result,  revenue 
amounts  reported  to  the  Port  for  Shed  A could  not  always 
be  verified. 

The  auditors  reviewed  four  months  of  shift  reports  for  the 
audit  period,  and  found  that  they  did  not  reflect  Shed  A 
revenue  for  57  of  124  days  (46  percent).  The  auditors  could 
not  determine  which  days  Shed  A was  open  for  parking, 
and  could  therefore  not  determine  if  the  67  days  were  the 


21 


only  days  for  which  Shed  A revenue  should  have  been 
reported.  Exhibit  3 shows  the  results  of  a more  detailed 
review  of  all  days  for  four  sample  months. 


EXHIBIT  3 

Triangle  Parking  Lot  Summary  of  Pier  45  Shed  A Revenue 
Sample  Month  Totals 

Month  / Year 

# Days  of 
Reported 
Revenue 

% Days 
Revenue 
Reported 

Monthly 

Revenue 

March  2007 

10  of  31  days 

32% 

$ 684 

May  2007 

11  of  31  days 

35% 

1,056 

July  2007 

28  of  31  days 

90% 

4,138 

January  2008 

8 of  31  days 

26% 

448 

Total 

57  of  124  days 

46% 

$ 6,326 

Source:  Auditor  analysis  of  City  Parking  records. 


The  auditors  noted  that  no  Shed  A revenue  was  reported 
for  July  4,  2007,  a holiday  during  the  busy  tourist  season 
with  nearby  fireworks. 

Recommendations  The  Port  should: 

25.  Establish  a written  policy  for  the  operation  of  Shed  A 
parking,  including  detailed,  separate  record-keeping 
requirements. 

26.  Engage  a forensic  accountant  to  determine  the  amount, 
if  any,  of  unreported  Shed  A revenue  for  a reasonable 
number  of  years. 

Finding  4.2  The  Port  is  not  receiving  revenue  for  voided  tickets  and 

customers  that  “run  out”  of  the  lot  without  paying  for 
parking. 

Since  revenue  control  equipment  is  not  used,  City  Parking 
attendants  report  tickets  that  have  been  voided  on  the  daily 
shift  reports.  The  management  agreement,  however,  does 
not  give  FWRA  or  City  Parking  the  authority  to  void  tickets, 
and  the  reasons  for  voided  tickets  are  not  consistently 
noted  on  the  shift  reports. 

Exhibit  4 shows  the  results  of  a detailed  review  of  voided 
tickets  for  four  sample  months. 
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EXHIBIT  4 


Voided  Tickets 


Month  / Year 

# Voided  Tickets 

March  2007 

10 

May  2007 

7 

July  2007 

13 

January  2008 

9 

Total 

39 

Source:  Auditor  analysis  of  City  Parking  records. 


A total  of  39  tickets  were  voided  for  the  four  sample  months 
tested.  At  the  daily  maximum  rate  of  $28,  this  would  amount 
to  $1,092  in  revenue  owed  to  the  Port.  Applying  this 
average  amount  per  month  to  the  rest  of  the  audit  period 
would  result  in  $6,552  in  revenue  owed  to  the  Port  for 
unapproved  voided  tickets.  The  auditors  also  noted  that 
some  of  the  tickets  had  been  voided  to  provide 
complimentary  parking  to  clergy  on  several  occasions. 

City  Parking  attendants  also  report  on  the  manual  shift 
reports  the  number  of  cars  that  “run  out"  of  the  lot  without 
paying  for  parking.  The  management  agreement  does  not 
give  FWRA  or  City  Parking  the  authority  to  write  off  revenue 
for  cars  leaving  the  lot  without  paying.  Explanations  for  the 
“run  out”  incidents  are  not  consistently  noted  on  the  shift 
reports.  Exhibit  4 shows  the  results  of  a detailed  review  of 
voided  tickets  days  for  four  sample  months. 

Q "Run  Outs” 

Month  / Year 

# Cars  That  Ran  Out  Without  Paying 

March  2007 

12 

May  2007 

30 

July  2007 

22 

January  2008 

8 

Total 

72 

Source:  Auditor  analysis  of  City  Parking  records. 

A total  of  72  cars  were  noted  as  leaving  without  paying  for 
the  four  sample  months  tested.  At  the  daily  maximum  rate 
of  $28,  this  would  amount  to  $ 2,016  in  revenue  owed  to 
the  Port.  Applying  this  average  amount  per  month  to  the 
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Recommendations 


Finding  4.3 


rest  of  the  audit  period  would  result  in  $12,096  in  revenue 
owed  to  the  Port  for  cars  running  out  of  the  lot  without 
paying. 

The  Port  should: 

27.  Engage  a forensic  accountant  to  determine  the  full 
amount  owed  due  to  voided  tickets  and  lost  revenue 
due  to  “run-outs”  for  a reasonable  number  of  years. 

28.  Collect  the  appropriate  amount  from  FWRA. 

City  Parking  attendants  are  inappropriately  over  and 
under  charging  customers  for  parking. 

Triangle  Parking  Lot  rates  are  $2  for  every  half-hour.  City 
Parking  allows  a 5 minute  grace  period  before  charging 
customers  $2  for  the  next  half  hour.  However,  this  grace 
period  policy  has  not  been  reviewed  and  approved  by  the 
Port. 

The  auditors  selected  a sample  of  three  days  from  the  audit 
period  for  a detailed  review  of  amounts  charged,  and  found 
numerous  discrepancies.  Examples  include: 

• 2 instances  in  which  a friend  or  relative  of  restaurant 
owners  was  given  free  parking. 

• 21  tickets  that  had  the  entry  time  crossed  out  with  a 
black  marker,  with  14  not  readable. 

• 2 cars  that  clocked  in  and  out  of  the  lot  in  under  five 
minutes,  showing  parking  charges  of  $2  and  $4. 

• The  same  ticket  used  twice. 

• More  than  one  time-in  and  time-out  stamp  on  the  same 
ticket. 

• One  day  for  which  76  of  521  tickets  had  the  entry  time 
crossed  out  with  a marker  and  re-stamped  with  new 
times. 

• 4 tickets  reflecting  “Franciscan  monthly  parking”  with  no 
charge  to  customer. 

The  auditors  also  found  shift  reports  noting  that  a customer 
did  not  have  any  money,  stating  "they  will  send  in  payment" 
or  "they  will  drop  off  payment  tomorrow". 
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Recommendations 


The  Port  should: 


29.  Engage  a forensic  accountant  to  determine  the 
definitive  nature  and  monetary  value  of  all  ticket 
discrepancies  and  calculate  the  amount  of  unreported 
revenue  to  the  Port. 

30.  Collect  the  appropriate  amount  from  FWRA. 

Finding  4.4  Missing  tickets  were  not  properly  accounted  for. 

The  management  agreement  requires  that  FWRA  collect 
and  account  for  all  numbered  tickets.  Charge  slips  must  be 
completed  for  missing  tickets,  including  the  number  of  the 
ticket,  amount  charged  for  parking,  and  the  customer  name, 
address,  and  driver’s  license  number,  along  with  the 
customer’s  signature.  However,  City  Parking  attendants  did 
not  complete  the  charge  slips  for  missing  tickets  during  the 
audit  period. 

Exhibits  6 and  7 summarize  the  missing  tickets  identified  by 
the  auditors  for  three  sample  days  during  the  audit  period. 


^Missing  Tickets  - Machine  Dispensed 

Date  / Total  # Tickets 

# Missing 

$ Value  of  Missing 
Tickets1 

March  30,  2007:  405  Tickets  Dispensed 

Missing  Tickets 

62 

$1,736 

Missing  Stubs 

59 

1,652 

July  26,  2007:  521  Tickets  Dispensed 

Missing  Tickets 

93 

2,604 

Missing  Stubs 

86 

2,408 

January  12,  2008:  427  Tickets 
Dispensed 

Missing  Tickets 

6 

168 

Missing  Stubs 

102 

2,856 

Total  for  3 Sample  Days  $11,424 


1 Note:  Value  is  calculated  using  the  $28  daily  parking  rate. 
Source:  Auditor  analysis  of  City  Parking  records. 
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1 EXHIBIT  7 

| Missing  Tickets  - White  Manual  Tickets 

Location  / # Tickets 

$ Value  of 

Date 

Issued 

# Missing 

Missing 

Tickets1 

March  30,  2007 

Triangle  Parking  Lot:  403 

Missing  Tickets 

103 

$2,884 

Triangle  Parking  Lot:  403 

Missing  Stubs 

168 

4,704 

Pier  45  Shed  A:  Unknown2 

Missing  Tickets 

39 

1,092 

July  26,  2007 

Triangle  Parking  Lot:  262 

Missing  Tickets 

24 

672 

Triangle  Parking  Lot:  262 

Missing  Stubs 

69 

1,932 

Pier  45  Shed  A:  Unknown2 

27 

756 

January  12,  2008 

Triangle  Parking  Lot:  607 

Missing  Tickets 

3 

84 

Triangle  Parking  Lot:  607 

Missing  Stubs 

215 

6,020 

Total  for  3 Sample  Days  $ 18,144 


1 Note:  Value  is  calculated  using  the  $28  daily  parking  rate. 

2 Note:  An  unknown  sequence  of  tickets  were  used  at  Pier  45  Shed  A;  the  number  of  tickets  missing  is  out  of 

the  sequence  of  tickets  given. 

Source:  Auditor  analysis  of  City  Parking  records. 


Application  of  the  rate  for  missing  tickets  to  the  entire  audit 
period  would  result  in  $236,544  of  underreported  or  lost 
revenue  to  the  Port. 

Recommendations  The  Port  should: 

31.  Engage  a forensic  accountant  to  determine  the 
monetary  value  of  all  missing  tickets  for  a reasonable 
number  of  years  and  calculate  the  amount  of 
unreported  revenue  to  the  Port. 

32.  Collect  the  appropriate  amount  from  FWRA. 

Finding  4.5  Parking  rates  for  buses,  RVs,  limousines,  and  trucks 

with  trailers  are  not  posted  and  rates  charged  for  these 
vehicles  are  not  consistent. 

The  audit  found  that  parking  rates  for  buses,  RVs, 
limousines,  and  trucks  with  trailers  are  not  posted,  and  that 
rates  charged  for  these  vehicles  were  not  consistent.  City 
Parking  indicated  that  the  following  daily  rates  were 
applicable  during  the  audit  period: 
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• Buses  - $50 

• Recreational  Vehicle  (RV)  - $45 

• Truck  with  Trailer/Limousine  - $35 

• Motorcycle  - Same  charge  as  cars,  but  if  two  come  in 
together  only  charge  for  the  price  of  one  (share  a ticket) 

The  auditors  found  that  the  following  rates  were  charged 
during  four  sample  months  of  the  audit  period: 


EXHIBIT  8 


Rates  Charged  for  Different  Vehicle  Types  in  Sample  Months 


Month  / Year  Bus 

March  2007  $45  - $50 

May  2007  $35  - $70 

July  2007  $35 -$130 

January  2008  $60 


RV  Unknown  Vehicle  Type 

$35  - $55  $35  - $60 

$35  - $60  $35  - $60 

$35  - $55  $25  - $56 

$35  - $60  $35  - $45 


Source:  Auditor  analysis  of  City  Parking  records. 


There  is  the  potential  for  discrepancies  between  rates 
charged  and  revenue  amounts  reported  to  the  Port 
because  there  are  no  approved  and  posted  rates  for  these 
vehicles. 

Recommendation  The  Port  should: 

33.  Establish  and  publish  agreed-upon  rates  to  charge 
buses,  recreational  vehicles,  truck  with  trailers, 
limousines,  and  all  vehicles. 

Finding  4.6  Ticket  time  stamps  reflect  an  excessive  amount  of  cars 

being  clocked  out  of  the  lot  at  the  same  exact  time. 

For  two  sample  days  tested,  the  auditors  found  a high 
frequency  of  cars  clocked  in  and  out  of  the  Triangle  Parking 
Lot  within  the  same  exact  minute.  For  example: 

March  30,  20074 

• 18  cars  paid  and  clocked  out  in  1 minute 

• 17  cars  paid  and  clocked  out  in  1 minute 

• 25  cars  paid  and  clocked  out  in  1 minute 

• 15  cars  paid  and  clocked  out  in  1 minute 


4 Different  one-minute  periods  are  listed  individually. 
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Recommendation 


January  12.  2008 

• 18  cars  paid  and  clocked  out  in  1 minute 

• 22  cars  paid  and  clocked  out  in  4 minutes 

• 43  cars  paid  and  clocked  out  in  6 minutes 

City  Parking  personnel  indicated  that  this  occurs  because 
attendants  get  too  busy  to  stamp  tickets,  and  store  the 
unstamped  tickets  in  their  pockets.  They  then  stamp  all 
tickets  in  their  pockets  consecutively  at  a later  time.  This  is 
a poor  practice  that  results  in  inaccurate  record-keeping 
and  support  for  revenue  amounts  reported  to  the  Port. 

The  Port  should: 

34.  Remind  FWRA  and  City  Parking  to  properly  record  lot 
entry  and  exit  times. 
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CHAPTER  5 - Reported  Expenses 


Finding  5.1 


Recommendations 


Finding  5.2 


City  Parking  Company  insurance  policy  amounts  could 
not  be  confirmed. 

The  audit  team  was  not  able  to  confirm  City  Parking’s 
insurance  coverage  amounts.  The  Port  provided  copies  of 
the  certificates  of  liability  insurance  for  City  Parking  and 
FWRA  (in  care  of  Tarantino’s  Restaurant);  however,  City 
Parking  did  not  provide  adequate  supporting  documentation 
for  any  of  the  three  insurers.  The  auditors  attempted  to 
contact  the  insurance  broker  to  confirm  the  policies  and  the 
coverage  amounts.  However,  the  auditors  did  not  receive  a 
response  from  the  broker. 

The  audit  team  was  unable  to  determine  the  validity  of  the 
amounts  charged  to  the  Port  for  insurance.  In  addition,  the 
coverage  amounts  for  FWRA  did  not  agree  with  those 
required  by  the  management  agreement. 

The  auditors  found  that  City  Parking  submitted  $2,316  in 
vehicle  damage  and  theft  claims  as  reimbursable  expenses 
to  the  Port  for  the  audit  period.  These  incidents  should  not 
have  been  reimbursed  by  the  Port,  as  they  should  have 
been  reported  to  and  paid  by  the  insurance  company. 

The  Port  should: 

35.  Require  City  Parking  to  provide  proof  of  insurance  in  the 
required  amounts. 

36.  Collect  $2,316  in  vehicle  damage  and  theft  claims 
inappropriately  claimed  as  operating  expenses. 

Payroll  expenses  charged  to  the  Port  do  not  agree  with 
supporting  documentation. 

Labor  expenses  did  not  agree  to  payroll  costs  documented 
by  third  party  payroll  service  reports.  Labor  expenses  for 
the  four  sample  months  were  overstated  by  $16,1 18. 
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Finding  5.3 


Security  service  expenses  are  not  supported  and  there 
is  limited  evidence  that  security  guards  patrol  the 
parking  lot. 

City  Parking  Company  does  not  maintain  a current  contract 
with  the  company  providing  security  services  for  the 
Triangle  Parking  Lot.  Further,  it  appears  that  a different 
security  company  is  providing  services  than  originally 
approved  by  the  Port. 

Invoices  reviewed  for  sample  months  do  not  indicate  the 
number  of  patrol  and  security  guards  stationed  at  the 
parking  lot.  Descriptions  of  services  and  dates  on  some 
invoices  had  been  crossed  out  and  different  dates  were 
written  in. 

The  auditors  found  the  following  discrepancies  in  the 
amounts  billed  for  security  expenses  for  four  sample 
months: 

• City  Parking  reported  monthly  expenses  of  $5,789  for 
March  2007.  However,  the  supported  amount  was 
$3,335,  resulting  in  a $2,454  overcharge  to  the  Port. 

• For  the  other  sample  months  of  May  and  July  2007  and 
January  2008,  City  Parking  reported  monthly  expenses 
of  $3,860;  however,  no  supporting  documentation  was 
provided,  and  $11,580  in  insurance  charges  was  not 
supported. 

During  pre-audit  observations,  the  auditors  noted  that  a 
security  guard  was  not  always  present  and  monitoring  the 
Triangle  Parking  Lot.  There  is  no  sign-in  sheet  or  time  card 
documented  for  the  security  guard  to  evidence  hours 
worked.  In  addition,  only  3 of  10  observers  actually 
witnessed  a security  guard  at  the  lot.  The  auditors  were 
informed  that  the  security  guard  also  patrols  restaurant 
properties  from  the  Franciscan  down  to  Castagnola’s. 
However,  the  management  agreement  specifically  states 
that  the  security  service  and  expense  reimbursement 
should  only  be  related  to  security  at  the  Triangle  Parking 
Lot. 
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Finding  5.4 


Janitorial  service  expenses  are  not  supported  and 
costs  were  excessive. 


Finding  5.5 


Finding  5.6 


There  is  a restroom  located  in  the  Boudin’s  circular  crab 
stand  on  the  Triangle  Parking  Lot  premises.  The  restroom 
is  cleaned  and  supplies  are  restocked  every  hour,  and  the 
monthly  fee  for  this  service  is  approximately  $7,000. 
Boudin’s  has  agreed  to  pay  $3,800  of  this  expense  and 
FWRA  via  City  Parking  Company  is  responsible  for 
approximately  $3,200. 

Based  on  a review  of  the  janitorial  service  contract  and 
subsequent  cost  increase  notices,  the  auditors  determined 
that  the  permissible  expense  amount  for  City  Parking  was 
$3,235.  However,  the  Port  was  charged  $3,746  per  month. 
The  difference  of  $51 1 per  month  was  not  supported.  As  a 
result,  janitorial  expenses  were  overstated  to  the  Port  in  the 
amount  of  $2,044  for  the  sample  months  tested. 

The  auditors  also  found  that  the  janitorial  fees  being 
charged  were  excessive.  The  auditors  requested  an 
estimate  from  another  janitorial  service  firm  for  the  same 
services,  and  received  an  estimate  of  $4,500  monthly  for  a 
full-time  employee. 

City  Parking  overcharged  the  Port  for  a Christmas  tree. 

City  Parking  charged  the  Port  $30,210  for  a Christmas  tree 
in  2007,  which  included  the  tree,  delivery,  set-up,  and 
removal.  However,  the  Port  had  only  pre-authorized  a 
reimbursement  of  $27,000.  As  a result,  City  Parking 
overcharged  the  Port  by  $3,210.  CSA  was  informed  that  the 
Port  no  longer  authorizes  the  reimbursement  of  Christmas 
trees. 

Summary  of  Monthly  Expense  Overcharges. 

The  auditors  computed  a monthly  average  of  all  operating 
expenses  that  exceeded  the  authorized  amount  and  those 
expenses  that  were  not  supported  by  source  documents. 
The  monthly  average  for  the  four  sampled  months  was 
$13,782.  The  monthly  average  amount  applied  to  the 
remaining  20  months  of  the  audit  period  would  equate  to 
overstated  expenses  of  $330,768. 
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Recommendations 


The  Port  should: 


37.  Require  supporting  documentation  for  all  operating 
expenses. 

38.  Collect  $330,768  for  overcharges  and  unsupported 
expenses. 

39.  Engage  a forensic  accountant  to  perform  a full  audit  of 
operating  expenses  to  determine  the  definitive  amount 
of  overcharges,  and  collect  all  additional  overcharged 
amounts. 
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ATTACHMENT  A:  INTERIM  AUDIT  REPORT 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
OFFICE  OF  THE  CONTROLLER 


Ben  Rosenfleid 
Controller 

Monique  Zreuda 
Deputy  Controller 


INTERIM  AUDIT  REPORT 


DATE: 

TO: 

FROM: 

SUBJECT: 


May  26,  2009 


Tina  Olson,  Director  of  Finance,  Port  of  San  Francisco 
Robert  Tarsia,  Deputy  Audit  Director  oas**' 


Interim  Report  on  the  Audit  of  the  Triangle  Parking  Lot 
Management  Agreement  Between  the  Port  of  San  Francisco  and 
Fisherman’s  Wharf  Restaurant  Association 


BACKGROUND 

The  Port  of  San  Francisco  (Port)  entered  into  an  agreement  with  the  Fisherman’s  Wharf 
Restaurant  Association  (FWRA)  commencing  November  22,  1994,  to  manage  the 
Triangle  Parking  Lot,  located  at  2860  Taylor  Street  at  Fisherman's  Wharf.  The 
management  agreement  replaced  th9  original  license  agreement  dated  May  25,  1982, 
and  is  currently  on  a month-to-month  term.  The  management  agreement  was  approved  by 
the  Port  Commission,  but  was  not  competitively  bid  because  FWRA  Is  a group  of  Wharf 
restaurants  who  are  also  Port  tenants.  FWRA  members  include  Castagnola's,  Tarantino’s, 
Guardino's,  The  Crab  House,  Sabella  La  Torre,  Nick's  Lighthouse,  Alioto  Fish  Company, 
and  Fisherman's  Grotto.  The  agreement  provides  that  the  FWRA  is  responsible  for 
oversight  and  supervision  of  the  day-to-day  operations  of  the  lot.  However,  the  Port  is 
ultimately  responsible  for  the  Triangle  Parking  Lot  property  and  lot  operations. 

FWRA  is  required  to  hire  subcontractors  to  operate  the  Triangle  Parking  Lot.  The  current 
operator  is  City  Parking  Company.  Net  receipts  from  the  Triangle  Parking  Lot,  after 
payment  of  parking  taxes  and  operating  expenses,  are  to  be  paid  monthly  to  the  Port  in 
accordance  with  a Port-approved  budget.  The  agreement  requires  FWRA  to  submit  to  the 
Port  a budget  for  each  upcoming  fiscal  year. 

The  first  amendment  to  the  agreement,  effective  July  1,  2002,  expanded  the  land  and 
improvements  covered  by  the  management  agreement  to  include  the  nearby  Pier  45  Shed 
A area. 

FWRA  members  participate  in  the  Triangle  Parking  Lot  validation  program,  which  allows 
customers  who  dine  at  one  of  the  participating  restaurants  three  hours  of  validated 
parking.  Customers  dining  at  one  of  the  participating  crab  stands  are  allowed  one  hour  of 
validated  parking. 


415*554-7500 


City  H«fl  • 1 Dr.  Curium  B.  GoodlcO  Pita  • Room  314  • Su  Fr»od»co  CA  94102-4494 


FAX  415-554-7444 
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Interim  Report  on  the  Audit  ol  Triangle  Parking  Lot  Management  Agreement 
May  26.  2009 


We  are  submitting  this  interim  report  to  provide  timely  information  to  Port  management,  in 
advance  of  completion  of  the  audit. 

AUDIT  SCOPE  & OBJECTIVES 

The  audit  period  is  July  1,  2006,  through  December  31,  2008.  The  objectives  of  this  audit 
are  to  determine  whether  FWRA  and/or  City  Parking: 

• Submitted  accurate  monthly  statements  of  gross  receipts  supported  by  monthly 
and  daily  records,  including  the  general  ledger 

• Accurately  submitted  operating  expense  detail  for  Port  reimbursement 

• Have  proper  internal  controls 

• Complied  with  all  other  required  management  agreement  provisions 

PRELIMINARY  FINDINGS  & RECOMMENDATIONS 

We  have  identified  the  following  preliminary  findings: 

FWRA  Does  Not  Have  a Contract  With  the  Triangle  Parking  Lot  Operator 

As  the  manager  of  the  Triangle  Parking  Lot,  FWRA  is  required  to  submit  a list  of 
subcontractors,  along  with  the  related  contracts,  for  Port  review  and  approval.  However,  a 
subcontractor  list  and  related  contracts  have  not  been  prepared  or  provided  to  the  Port  by 
the  manager  or  operator  of  the  lot.  Most  Importantly,  there  is  not  a signed  contract 
between  FWRA  and  City  Parking  Company.  A contract  between  FWRA  and  the  lot 
operator  is  essential  for  defining  the  manager's  and  City  Parking  Company’s  roles  and 
responsibilities  in  operating  the  lot. 


FWRA  Does.  Not  Provide  Sufficient  Oversight  for  Triangle  Parking  Lot  Operations 


FWRA  is  not  providing  sufficient  oversight  of  Triangle  Parking  Lot  operations  and  is 
therefore  not  in  compliance  with  management  agreement  provisions  requiring  oversight  of 
subcontractors.  For  example,  FWRA  is  not: 


• Supervising  day-to-day  operations  of  the  parking  lot 

• Supervising  subcontractors  engaged  in  operation  of  the  lot  or  directing 
performance  of  their  duties 

• Reviewing  sales  reports  submitted  to  the  Port  to  ensure  the  lot’s  utilization  is 
optimizing  revenue  to  the  Port 


a-; 
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FWRA  Has  Not  Installed  Revenue  Control  Equipment  as  Required  bv  the  Tax  Code 

Effective  October  14,  2006,  ail  San  Francisco  partring  operators  are  required  to  comply 
with  Article  22  of  the  San  Francisco  Business  and  Tax  Code.  Article  22  requires  that  all 
parking  facilities  install  revenue  control  equipment  to  electronically  monitor  and  calculate 
parking  lot  receipts.  However,  City  Parking  Company  has  not  installed  revenue  control 
equipment  at  the  Triangle  Parking  Lot.  Revenue  control  equipment  is  required  at  all 
parking  facilities  in  order  to  automate  and  property  control  parking  data,  revenue,  and 
tickets  distributed.  Without  revenue  control  equipment,  it  is  possible  that  Triangle  Parking 
Lot  revenues  could  be  incorrectly  reported  to  the  Port. 

FWRA  Has  Not  Implemented  Controls  for  Restaurants  .Validating  Parking  Tickets 

Current  parking  validation  allowances,  per  the  March  23,  2000,  Port  Commission 
Resolution  No.  00-27,  include  three  hours  of  free  parking  at  Triangle  Parking  Lot  with 
authorized  validation  from  a full  service  restaurant  that  is  a member  of  the  FWRA.  and 
one  hour  free  parking  with  validation  from  a crab  stand  that  is  a FWRA  member. 
Restaurants  validate  customer  parking  tickets  with  an  ink  stamp.  Validation  stickers  or 
validation  machines  are  not  used  by  participating  restaurants. 

Participating  restaurants  have  at  least  one  stamp  at  their  disposal  to  validate  customer 
parking  tickets.  Wharf  restaurant  managers  stated  that  validation  stamps  are  to  be  kept  at 
the  front  desk  of  participating  restaurants  and  monitored  by  the  manager  on  duty. 
However,  restaurants  have  not  implemented  formal  validation  controls  or  policies  and 
procedures.  Instead,  reliance  is  piaced  on  restaurant  managers  to  monitor  the  validation 
stamp  process.  The  lack  of  validation  controls  increases  the  risk  that  validation  stamps 
can  be  stolen  or  misused,  resulting  in  unwarranted  validations  and  loss  of  revenue  to  the 
Port.  For  example,  stamps  could  be  used  for  validating  tickets  for  customers  who  did  not 
patronize  a participating  restaurant,  or  validations  could  be  stamped  on  tickets  in 
exchange  for  cash,  resulting  in  underreported  revenues  due  to  the  Port. 


FWRA  Old  Not  Submit  Annual  Budgets  to  the  Port  as  Required  bv  the  Management 
Agreement 


The  management  agreement  requires  FWRA  to  prepare,  and  submit  to  the  Port  for 
approval,  an  annual  budget  for  each  upcoming  fiscal  year  summarizing  estimated  gross 
revenues,  parking  taxes,  operating  expenses,  management  fee,  and  off-premises 
expenses.  However,  the  FWRA  does  not  recall  ever  submitting  an  annual  budget  to  the 
Port.  Port  management  also  continued  they  do  not  recall  FWRA  submitting  an  annual 
budget  since  the  inception  of  the  agreement.  As  a result,  authorized  expenses  are  not 
adequately  defined  or  subject  to  sufficient  Port  oversight,  Increasing  the  likelihood  that 
inappropriate  expenses  are  reimbursed  by  the  Port 
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RrcommgndatiQns 

To  ensure  that  the  Triangle  Parking  Lot  Is  operated  in  accordance  with  City  codes, 
management  agreement  requirements,  and  sound  business  practices,  the  Port  should 
require  FWRA  to: 

• Provide  a list  of  subcontractors  used  for  lot  operations  for  Port  review  and  approval 

• Enter  into  a contract  with  the  parking  lot  operator  defining  the  FWRA’s  and  the 
operator’s  roles  and  responsibilities,  and  submit  the  contract  to  the  Port  for 
approval 

• Sufficiently  oversee  lot  operations,  including  managing  day-to-day  operations  of 
the  lot  and  ensuring  lot  utilization  is  maximized  to  optimize  revenue  to  the  Port 

• Install  revenue  control  equipment  in  accordance  with  Article  22  of  the  Business  and 
Tax  Code 

• Install  validation  machines  for  customers  and/or  purchase  validation  stickers  from 
the  Port  to  prevent  unauthorized  free  parking  ailowance(s) 

• Submit  an  annual  budget  for  Port  review  and  approval 

No  responses  to  these  recommendations  are  required.  Ail  recommendations  will  be 
included  in  their  final  form  in  the  full  audit  report. 

This  audit  is  being  conducted  in  accordance  with  generally  accepted  government  auditing 
standards. 


cc:  John  Woo,  Controller,  Port  of  San  Francisco 

Susan  Reynolds,  Director  of  Real  Estate,  Port  of  San  Francisco 
Katharine  Arrow.  Sr.  Property  Manager,  Port  of  San  Francisco 
Tonia  Ledlju,  Audit  Director 
Sally  Pearce,  Audit  Manager 
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October  22, 2009 
Ms.  Tonia  Lediju 

Director  of  Audits,  Controller’s  Office 
City  and  County  of  San  Francisco 
City  Hall,  Room  476 
! Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102 

Re:  Triangle  Parking  Lot  Audit 

Dear  Ms.  Lediju: 

The  Port  has  received  the  draft  audit  report  regarding  the  Controller’s  audit  of  the  Management 
Agreement  between  Fisherman's  Wharf  Restaurant  Association  (F'WRA)  and  the  Port  of  San 
Francisco  for  the  Triangle  Parking  Lot  (together  with  Pier  45,  Shed  A).  Thank  you  for  your 
thorough  efforts  in  identifying  operating  and  accounting  deficiencies  within  the  context  of  the 
agreement. 

The  Port  of  San  Francisco  requested  the  audit  in  preparation  for  both  a competitive  solicitation  of 
the  parking  lot  leasing  opportunity  for  the  Triangle  Parking  Lot  and  for  the  Port’s  planned 
issuance  of  revenue  bonds  this  fall,  to  ensure  that  the  Port  is  obtaining  market  rent  from  its 
revenue-producing  assets.  Unlike  other  Port  parking  lots,  the  Triangle  Parking  Lot  has  not  been 
audited  within  the  past  ten  years. 

Port  Response  to  the  Draft  Audit 

The  Port  intends  to  implement  your  audit  recommendations  fully.  Port  management  regrets  the 
lack  of  management  oversight  of  the  Triangie  Parking  Lot  and  is  dismayed  at  the  lack  of 
management  controls  utilized  by  the  current  operator.  The  Port  will  implement  the  policies  and 
leasing  procedures  necessary  to  yield  fair  market  rent  from  the  Triangle  Parking  Lot,  consistent 
with  Port  practice  at  other  Port  parking  lots,  while  providing  needed  parking  resources  to  our 
visitors  and  Port  tenants.  Port  management  will  consult  with  the  Controller’s  Office  regarding 
implementation  of  the  audit  recommendations. 

In  Exhibit  A,  "Audit  Recommendation  and  Response,”  you  will  note  that  the  Port  has  addressed 
your  findings  by  issuing  a Request  for  Proposal  (RFP)  for  a new  parking  lot  operator.  Exhibit  B 
to  this  letter  contains  additional  detailed  recommendations  related  to  your  audit  report  that  are 
not  covered  in  Exhibit  A. 
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Competitive  Bidding  of  the  Triangle  Parking  Lot 

On  March  5,  2009,  the  Port  Commission  adopted  Resolution  09-13,  authorizing  Port  leasing  staff 
to  issue  an  RFP  for  all  northern  waterfront  parking  lots  under  the  Port’s  jurisdiction.  In  response 
to  public  comment,  on  October  13,  2009,  the  Port  Commission  rescinded  an  award  of  the 
Triangle  Parking  Lot,  Pier  45  Shed  A,  and  a companion  lot  at  Seawall  Lot  314  made  pursuant  to 
the  RFP  and  authorized  Port  staff  to  reissue  the  RFP,  pursuant  to  Resolution  09-66. 

It  is  Port  policy  to  periodically  offer  these  lots  for  public  bid  in  accordance  with  the  San 
Francisco  Administrative  Code.  Furthermore,  it  is  the  practice  of  the  Port  Commission  to  offer 
these  opportunities  for  lease  to  the  highest  responsible  bidder,  with  a minimum  rent  bid  by  the 
highest  responsible  bidder,  or  66%  of  gross  receipts,  net  of  parking  tax,  whichever  is  greater. 

On  October  20, 2009,  Port  leasing  staff  advertised  and  issued  the  RFP  for  the  Triangle  Parking 
Lot  and  Seawall  Lot  314.  After  a period  of  due  diligence.  Port  staff  will  recommend  an  award  to 
the  highest  responsive,  responsible  bidder  to  the  Port  Commission  (expected  December  8,  2009) 
and  subsequently  to  the  Board  of  Supervisors.  The  contract  will  be  a three  year  lease.  The 
operator  selected  pursuant  to  the  Port’s  RFP  will  be  required  to  install  revenue  control  equipment 
that  complies  with  Article  22  of  the  Business  and  Tax  Code.  The  contract  will  also  provide 
validation  machines  and  sequentially  numbered  stickers  for  Port  retail  tenants  who  wish  to 
participate,  at  no  cost  to  such  tenants,  with  a limited  free  parking  validation  program  available  to 
Port  restaurant  and  retail  tenants  in  Fisherman’s  Wharf  who  pay  the  Port  percentage  rent  (except 
for  Pier  39  and  Pier  41 ). 

The  Port’s  competitive  bidding  of  the  Triangle  Parking  Lot  will  address  the  preponderance  of  the 
Controller’s  audit  findings.  Port  staff  will  also  prepare  a letter  to  FWRA  to  be  delivered  after 
October  28,  2009  listing  all  of  the  outstanding  issues  described  in  the  separate  Recommendations 
section.  Finally,  the  Port  will  retain  a forensic  auditor  to  review  Triangle  Parking  Lot  operations 
under  the  current  management  agreement  and  utilize  the  results  as  a basis  for  pursuing  any 
outstanding  rents  owed. 

Parking  Lot  Bidder  Qualifications 

Bidders  for  this  lease  opportunity  must  have  the  following  minimum  qualifications,  or  they  will 
be  deemed  non-responsive: 

1 . The  bidder  must  have  managed  not  less  than  1 ,000  contiguous  parking  spaces  with 
combined  monthly  gross  revenue  of  at  least  $ 1 00,000  (including  parking  tax)  for  a 
minimum  of  thirty-six  (36)  consecutive  months  within  the  past  five  (5)  years.  In  the  case 
of  a joint  venture  at  least  one  of  the  partners  must  satisfy  this  requirement. 

2.  The  bidder  must  demonstrate  good  financial  standing,  the  ability  to  perform  the  financial 
obligations  under  the  lease  and  have  a satisfactory  record  with  other  parking  contracts. 

Each  bidder  must  also  meet  the  Port's  standard  criteria  for  credit  worthiness. 

3.  Bidders  must  complete  required  Human  Rights  Commission  work  force  forms. 
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Parking  Lot  Contract  Requirements 

By  changing  the  form  of  agreement  for  the  Triangle  Parking  Lot  from  a sole-source  management 
agreement  (where  the  Port  obtains  revenue  net  of  expenses)  to  a competitively-bid  lease  (where 
the  Port  participates  in  a percentage  of  gross  receipts  monitored  through  revenue  control 
systems),  the  Port  will  standardize  management  of  the  Triangle  Parking  Lot,  Pier  45  Shed  A and 
Seawall  Lot  314. 

Under  the  new  contract: 

1 . The  Tenant  - rather  than  the  Port  - will  have  the  financial  incentive  to  monitor 
acceptable  operating  expenses; 

2.  Installation  of  revenue-control  equipment  will  be  a function  of  the  Lease,  subject  to  its 
default  provisions;  and 

3.  The  validation  program  provided  under  the  RFP  will  be  open  to  an  expanded  universe  of 
Fisherman’s  Wharf  restaurants,  rather  than  benefitting  a select  few. 

The  Port  has  an  established  and  effective  mechanism  to  audit  gross  receipts  from  its  parking  lots 
and  other  commercial  leases.  As  a consequence,  the  Port  is  confident  of  its  ability  to  effectively 
manage  this  form  of  lease.  The  Port  will  no  longer  be  in  the  position  of  reviewing  and  approving 
budgets  and  expenses  that  require  a detailed  understanding  of  parking  lot  operations. 

Conclusion 

On  behalf  of  the  Port,  we  appreciate  the  professionalism  with  which  your  staff  has  conducted  this 
audit.  The  audit  will  help  the  Port  become  a better  steward  of  the  public  assets  under  our 
management.  Please  call  me  if  you  have  any  questions  about  our  comments.  I can  be  reached  at 
(415)274-0445. 


Tina  Olson 

Director  of  Finance  and  Administration 

Cc;  Port  Commissioners 

Monique  Moyer,  Executive  Director 
Robert  Bryan,  General  Counsel 
Susan  Reynolds,  Director  of  Real  Estate 
John  Woo,  Accounting  Manager 
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Exhibit  B: 

Additional  Comments  on  the  Audit  Report 

The  following  a™  several  repeal  corall,e„B  ^ ^ ^ ^ ^ ^ 
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Concur.  See  #2.  The  new  operator  to  be  selected  pursuant  to  the  Port’s 
competitive  solicitation  must  purchase,  install  and  utilize  revenue 
control  equipment  as  a condition  of  the  lease. 
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competitive  solicitation  must  purchase,  install  and  utilize  validation 
machines  as  a condition  of  the  lease. 

Concur.  See  #7,  #1 1 and  #12.  Port  will  comply  with  this 
recommendation  to  be  implemented  through  a demand  letter  (see  #7) 
to  FWRA  which  will  include  all  of  the  City  Controller  recommendations 
that  have  resulted  from  this  audit.  Additionally,  the  new  operator  to  be 
selected  pursuant  to  the  Port’s  competitive  solicitation  will  be  required 
to  include  the  recommended  information  and  supporting  report  in 
conjunction  with  installation  of  revenue  control  equipment. 

Concur.  See  #2.  The  year-end  reporting  date  is  May  31st  and  the  RFP 
process  is  expected  to  be  completed  by  this  date  making  the  need  for  a 
budget  obsolete.  Flowever,  should  there  be  a delay  the  Port  property 
manager  will  require  a budget.  The  operator  selected  pursuant  to  the 
Port’s  competitive  solicitation  will  not  be  required  to  submit  a budget 
because  it  will  have  a lease  that  does  not  allow  for  operating  expense 
deductions. 

Responsible 

Agency 

Port 

run 

Port 

Port 

i 

1 1 . Require  FWRA  to  install  revenue 
control  equipment  that  complies  with 
Article  22  of  the  Business  and  Tax 
Code. 

The  Port  should  require  FWRA  to: 

customer  use  to  help  prevent 
unauthorized  free  parking  allowances. 

13.  Include  in  the  monthly  revenue  reports 
submitted  to  the  Port  complete  details 
regarding  the  amount  of  validated  and 
non-validated  tickets,  and  include  a 
supporting  report  produced  from  the 
revenue  control  equipment. 

i i ic  rui  i oi  iuuiu. 

14.  Require  FWRA  to  submit  a budget  on 
an  annual  basis  for  Port  review  and 
approval,  in  accordance  with  the 
management  agreement. 

ATTACHMENT  C:  CSA  REBUTTAL  TO  FWRA’S 
RESPONSE 


To  provide  clarity  and  perspective,  the  Controller’s  Office,  City  Services  Auditor  (CSA)  has 
prepared  this  response  to  the  Fisherman’s  Wharf  Restaurant  Association’s  (FWRA)  written 
response  regarding  the  audit  report.  The  auditors  sustain  that  the  findings  described  in  the 
audit  report  and  related  conclusions  are  complete  and  accurate  based  on  all  documents  and 
correspondence  provided  by  the  Port  of  San  Francisco  (Port)  and  FWRA  to  perform  the 
audit. 

CSA’s  audit  of  the  management  agreement  between  the  Port  and  FWRA  solicited  a written 
response  from  the  overseeing  audited  entity,  which  was  the  Port.  CSA  afforded  the  FWRA 
the  professional  courtesy  to  respond  to  the  audit  findings  due  to  the  nature  of  the  audit  and 
the  FWRA’s  implicit  involvement  in  the  audit. 

CSA  conducts  its  audits  in  accordance  with  Generally  Accepted  Government  Auditing 
Standards  (GAGAS).  CSA  obtained  sufficient  and  appropriate  evidence  to  provide  a 
reasonable  basis  for  the  audit  findings  and  conclusions.  Further,  CSA  maintains  its 
independence  in  fact  and  appearance.  The  following  standard  steps  were  taken  to  ensure 
the  accuracy  of  facts,  conclusions,  and  compliance  with  the  management  agreement  in  the 
audit  report: 

• All  reported  findings  were  reviewed  by  an  experienced,  certified,  and  independent 
auditor  to  ensure  accuracy  and  reasonableness. 

• CSA  has  prepared  and  retained  all  audit  documentation  related  to  the  planning, 
performance,  and  reporting  of  the  audit  findings.  The  audit  documentation  provides 
sufficient  detail  to  enable  an  experienced  auditor  to  understand  from  the  audit 
documentation  the  nature,  timing,  extent,  and  results  of  audit  procedures  performed, 
audit  evidence  obtained,  its  source,  and  the  conclusions  reached.  Information  in  the 
audit  report  was  ascertained  and  is  supported  through  observation  of  lot  operations, 
interviews  with  the  lot  owner  operator  and  employees,  and  examination  of  parking  lot 
operator  documents. 

• CSA  has  exercised  and  maintained  independence,  due  diligence,  and  rendered 
professional  courtesy  to  the  association  in  honoring  telephone  inquiries  and  meetings, 
and  in  granting  requested  additional  time  extensions  for  FWRA’s  audit  response.  In  the 
draft  report  transmittal  letter  dated  September  30,  2009,  CSA  stated  a response 
deadline  of  two  weeks,  or  October  13,  2009.  After  the  first  meeting  with  the  association 
noted  above,  an  extension  was  provided  and  agreed  upon  by  both  parties  to  October  21, 
2009.  FWRA’s  response  was  received  on  November  4,  2009.  In  no  instance  has  CSA 
refused  to  meet  with  the  FWRA  or  declined  to  review  additional  supporting  evidence. 
FWRA  has  provided  limited  documentation  to  refute  the  audit  findings.  The  final  audit 
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report  reflects  the  documentation  provided  by  the  FWRA  regarding  their  corporate  status 
and  recorded  minutes  for  their  April  2007  meeting. 

• During  the  course  of  the  audit,  CSA  communicated  with  the  Port,  FWRA,  and  City 
Parking  Company  (City  Parking)  in  person,  by  e-mail  and  telephone  to  ensure  that  all 
documents,  accounting  records,  notifications,  and  other  evidence  pertinent  to  the  audit 
were  considered,  gathered,  and  reviewed.  In  addition,  at  the  close  of  the  audit,  a 
meeting  was  held  on  October  14,  2009  with  members  of  FWRA  to  discuss  the  audit 
report.  At  that  time  they  were  given  an  extension  to  provide  their  response  and  the 
opportunity  to  meet  with  the  auditors  to  provide  additional  source  evidence.  That 
meeting  was  later  cancelled  by  FWRA. 

As  noted  in  the  San  Francisco  Charter  Appendix  F,  F1.110  (Charter),  it  is  the  Controller’s 
Office  policy  not  to  disclose  any  information  pertaining  to  an  audit  prior  to  publication.  In 
compliance  with  the  Charter,  CSA  has  not  publicly  released  any  information  regarding  the 
City  and  County  of  San  Francisco’s  audit  of  the  Management  Agreement  between  the  Port 
of  San  Francisco  and  Fisherman’s  Wharf  Restaurant  Association  at  any  time  during  this 
audit. 

Below  are  specific  responses  to  FWRA’s  letter  dated  November  4,  2009: 

Exit  Conference  Meeting 

CSA  disputes  FWRA’s  statement  of  having  refused  to  conduct  an  exit  conference  to  discuss 
the  audit  findings.  CSA  provided  meeting  accommodations  to  FWRA  on  two  occasions  to 
discuss  the  audit  findings  and  additional  supporting  documentation. 

Scheduled  meetings  with  FWRA: 

• Wednesday,  October  14,  2009 

• Friday,  October  16,  2009  (FWRA  Cancelled) 

• Monday,  October  26,  2009 

On  October  14,  2009,  the  City  Controller  and  CSA  met  with  the  FWRA  and  City  Parking  to 
discuss  their  concerns  regarding  the  audit  findings.  During  this  meeting:  1 ) CSA  clearly 
stated  the  audit  was  complete  based  on  the  records  obtained  from  the  Port,  FWRA,  and  City 
Parking.  Moreover,  CSA  informed  the  FWRA  that  any  additional  supporting  documentation  it 
provided  would  be  reviewed  and  considered;  2)  The  FWRA  provided  limited  documents  on 
October  14,  2009,  which  were  reviewed  and  considered  by  CSA;  3)  All  parties  agreed  that 
CSA  and  City  Parking  would  meet  on  Friday,  October  16,  2009,  to  review  proposed 
additional  supporting  documents  to  contest  the  audit  findings. 

City  Parking  at  the  discretion  of  FWRA  cancelled  the  agreed  upon,  Friday,  October  16, 

2009,  meeting,  which  was  scheduled  to  review  City  Parking’s  proposed  additional 
supporting  documentation.  Neither  FWRA  nor  City  Parking  has  rescheduled  a meeting  with 
CSA  to  review  proposed  additional  supporting  documentation. 
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Extensions  Granted  to  FWRA 


The  draft  report  transmittal  letter  dated  September  30,  2009,  required  all  audit  responses  to 
be  submitted  by  October  13,  2009.  At  the  request  of  FWRA,  the  following  additional 
extensions  were  provided: 

• Wednesday,  October  21 , 2009 

• Wednesday,  October  28,  2009 

• Tuesday,  November  3,  2009 

• Wednesday,  November  4,  2009 
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ATTACHMENT  D:  FWRA’S  RESPONSE 


Fisherman's  Wharf  Restaurant  Association 


VIA  HAND  DELIVERY 

November  4, 2009 

Mr.  Ben  Rosenfieid,  Controller 

Ms.  Tonia  Cediju,  Director  of  Audits,  Controller’s  Office 

City  and  County  of  San  Francisco 

City  Hall,  Room  476 

1 Dr.  Carlton  Goodlett  Place 

San  Francisco,  CA  94 1 02 

Re:  Triangle  Parking  Lot  Audit 

Dear  Mr.  Rosenfieid  and  Ms.  Lediju: 

Enclosed  please  find,  marked  as  Exhibit  A,  the  Fisherman’s  Wharf  Restaurant 
Association’s  (FWRA)  response  to  the  Controller’s  draft  audit  report  on  the  Management 
Agreement  between  the  Port  of  San  Francisco  (Port)  and  the  FWRA  regarding  the  Triangle 
Parking  Lot. 

As  detailed  in  Exhibit  A,  the  auditor’s  “Findings”  that  the  FWRA  has  failed  to  comply 
with  the  Management  Agreement  are  simply  untrue.  But  more  troubling  than  the  erroneous 
“Findings”  themselves,  however,  is  the  fact  that  such  a conclusion  could  not  be  drawn  by  the 
auditors  consistent  with  Generally  Accepted  Government  Auditing  Standards  (GAGAS) 
since  the  auditors  admit  the  audit  is  “incomplete”  because  they  only  had  “limited  resources 
to  gather  data”  for  the  audit  in  the  first  instance.  Yet,  the  auditors  have  recklessly  chosen  to 
draw  the  conclusion  anyway.  This,  coupled  with  the  fact  that  the  auditors  failed  to  follow 
GAGAS  standards  by,  among  other  things,  refusing  to  conduct  a filed  work  exit  conference 
with  the  FWRA  to  review  the  auditor’s  findings,  or  provide  the  FWRA  with  a reasonable 
amount  of  time  to  respond  to  the  Findings  to  disprove  the  audit  report’s  errors/  necessarily 


'The  Controller’s  office  took  approximately  7 months  to  complete  the  audit,  vet  would 
not  accommodate  the  FWRA’s  request  for  2-3  weeks  to  respond  to  the  draft  report  with  the 
assistance  of  its  own  privately  retained  accountant 


Mr.  Ben  Rosenfield,  Controller 

Ms.  Tonia  Lediju,  Director  of  Audits,  Controller’s  Office 
City  and  County  of  San  Francisco 
November  4,  2009  . 
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calls  into  question  the  independence  of  audit  staff,  the  objectivity  of  the  auditors  performing 
the  audit  and  the  existence  of  quality  control  procedures  to  provide  reasonable  assurance  of 
compliance  with  the  auditing  standards.  In  short,  the  audit  is  unreliable  because  it  was  not 
performed  in  accordance  with  the  GAGAS  standards  published  by  the  U.S.  Government 
Accountability  Office  (GAO). 

Additionally,  and  as  also  detailed  in  Exhibit  A,  the  auditor’s  “Findings"  are  wholly 
inaccurate  and  unreliable  since  the  auditor  failed  to  obtain  the  information  and  documents 
necessary  to  conduct  an  accurate  audit.  Because  the  auditor  did  not  understand  the  Lot’s 
operations,  the  auditor  was  unable  to  formulate  the  appropriate  questions  to  ask  the  FWRA 
and  City  Parking  Company  (City  Parking)  regarding  the  Lot,  as  well  as  unable  to  identify  the 
proper  documents  to  request  from  the  FWRA  and  City  Parking  regarding  the  Lot,  necessary 
to  conduct  an  accurate  audit.  Hence,  in  the  absence  of  obtaining  accurate  data  to  conduct  the 
audit,  the  auditor  could  not,  consistent  with  GAGAS  standards,  draw  accurate  conclusions, 
or  make  accurate  findings,  from  such  data.  Yet,  when  this  was  brought  to  the  attention  of  the 
auditors,  and  the  FWRA  requested  that  the  auditors  “sit  down”  with  them  and  review  the 
documents  and  information  necessary  to  arriving  at  accurate  conclusions,  the  auditors 
refused.  From  this,  it  became  clear  that  the  auditors  had  ulterior  motives  in  finalizing  an  audit 
report  despite  its  obvious  errors  and  they  simply  had  no  interest  in  correcting  them. 

In  short,  the  draft  audit  report’s  Findings  are  erroneous,  unsupported  and  defame  the 
FWRA  and  City  Parking.  And  the  fact  that  the  Port  requested  the  audit  in  the  first  instance, 
and  has  recklessly  concurred  with  the  audit’s  findings  without  regard  to  the  FWRA’s 
response  regarding  the  accuracy  or  inaccuracy  of  those  findings,  leaves  little  doubt  that  the 
audit  report  is  the  tool  that  the  Controller  is  utilizing  to  assist  the  Port  in  wTesting  away 
management  of  the  Lot  from  the  FWRA.  Please  be  advised  that  the  FWRA  will  seek  any  and 
all  remedies  available  to  it  arising  from  not  only  the  Controller’s  publication  of  any 
defamatory  audit  report  but,  in  addition,  any  wrongful  conduct  by  the  Controller  in 
connection  with  its  role  in  assisting  the  Port  in  its  efforts  to  remove  the  FWRA  from  its 
management  of  the  Lot. 

Lastly,  the  FWRA  requests  that  following  revisions  to  the  audit  report: 

1 . Re-title  the  report  “Audit  of  the  Port  of  San  Francisco’s  and  the  Fisherman’s 
Wharf  Restaurant  Association’s  Oversight  and  Management  of  the  Triangle 
Parking  Lot”; 


Mr.  Ben  Rosenfield,  Controller 
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2.  Move  all  “Recommendations”  contained  in  Chapters  2-4  of  the  report 
requiring  the  Port  to  act  to  Chapter  1 regarding  “Port  Oversight  and  the 
Management  Agreement’;  and 

3.  Add  to  the  report  that  the  FWRA  and  City  Park  follow  best  practices  in  the 
industry  in  connection  with  the  operation  of  the  Lot. 

In  closing,  I once  again  affirm  the  FWRA’s  commitment  to  achieving  an  audit  report 
that  is  accurate.  As  such,  I renew  the  FWRA’s  request  that  before  the  Controller's  office 
finalizes  the  draft  audit  report,  the  Controller  take  the  time  to  meet  with  the  FWRA  to  review 
the  documents  and  information  that  confirms  that  the  auditor’s  draft  report  is  inaccurate  so 
that  an  accurate  report  can  be  prepared.  In  the  meantime,  if  you  have  any  questions,  please 
do  not  hesitate  to  contact  me. 

Sincerely, 

Fisherman’s  Wharf  Restaurant  Association 


President 


I 

Concur.  The  Port  should  amend  the  Management  Agreement  to  reflect 
its  knowledge  (through  the  Port's  review  of  daily  shift  reports  and 
monthly  reports)  that  for  many  years  it  has  approved  of,  permitted  and 
not  objected  to  City  Parking  charging  a maximum  rate  of  less  than  $28 
on  special  occasions  as  a way  of  maximizing  revenues  to  the  Port.  The 
failure  of  the  auditor  to  recognize  that  the  Port  has  approved  of  a 
special  occasion  parking  rate  of  less  than  $28  demonstrates  that  the 
auditor  did  not  fully  understand  the  Lot's  operation. 
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